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To the Board of Direclors
VO of Arizona, Inc.

in our apinion, the accompanying balance sheets and the refated statements of operations,
changes in stockholder's equity and cash flows present fairly, in all material respects, the
financial position of VO of Arizona, Inc. (the *Company”) as of June 30, 2007 and 2006, and
the results of its operations and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America. These financial
statements are the responsibility of the Company’s management; our responsibility is to
express an cpinion on these financial statements based on our audits, We conducted our
audits of these staternents in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a iest basis, evidence supporting the amounts
and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, and evaluating the overall financial statement
presentation. We beligve that our audits provide 2 réasonable basis for our opinion.

Our audits were conducted for the purpose of forming an opinion on the basic financial
staternents taken as a whole, The accompanying supplemental schedules are presented for
purposes of additional analysis and are not a required patt of the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, is fairly stated in all material respects in refation
to the basic financiat statemeants taken as a whole,

The accompanying balance sheets and the related statements of operations, changes in
stockholder's equity, cash flows and supplemental schedules have been prepared assuming
that the Company will continue as a going concern. As discussed in Note 1 to the financial
statements, the Contract with the State of Arizona expired August 31, 2007 and will not be
renewed or extended. As the Contract is the principal source of revenue for the Company
there is substantial doubt about its ahility to continue as a going concern. Management's
plans in regard to these matters are alsc described in Note 1. The financial statements and
supplemental schedules do not include any adjustments that might resuit from the outcome of
this uncertainty, other than managemaent's estimate of an asset impairment (see Note 3).

This report is intended solely for the information and use of the Arizona Department of Health
Services — Divigion of Behavioral Heaith Services, the State of Arizona, and the Board of
Directors and management of the Company, and is not intended to be and should not be
used by anyone other than these spacified parties.

October 5, 2007 rb mw IR




VO of Arizona, Inc.
Balance Sheets
June 30, 2007 and 2006

Assets

Cash and cash equivalents

Accounts receivable

Other receivable

Prepaid expenses, deposits and other assets

Deferred income tax asset

Assets held for sale

Due from Casa Buena, Ine.

Due from affiliated companies
Total current assets

Property and equipment, net

Deposits

Deferred income tax asset

Total assels

Liabilities and Stockhoider’'s Equity
Accounts payable and other accrued expenses
Accrued salary and vacation

Payable to providers
Income taxes payable to FHC Health Systems, Inc.

Due to Casa Buena, Inc.

Total current liabilities
Settlement payable, less current portion
Deferred lease liability, long term

Total liabilities

Stockholder’s equity
Comenon stock (no par value, 1,000 shares authorized,
issued and outstanding)
Paid-in capital
Retained earnings (accumulated deficit)

Total liabilities and stockhoider's equity

The accompanying notes are an integral part of these financial statements.
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2007 2006
65,197,407  $ 43,486,995
9,277,954 3,472,004
4,319,158 5,172,066
1,673,602 1,723,680
4,815,112 2,947,259
6,425,834 -
510,591 -
6,309,733 8,329,089
98,529,391 66,131,003
257,022 10,359,018
- 485,666
890,322 589,043
99,676,735 77,564,820
19,037,094 11,001,298
7,778,349 6,745,130
19,381,037 15,372,927
6,046,331 2,301,223
- 309,267
52,242,811 36,629,845
- 1,698,277
1,563,257 2,355,989
53,806,068 40,684,111
45,151,886 37,096,585
718,781 (215,876)
45,870,667 36,880,709
99,676,735  $ 77,564,820




VO of Arizona, Inc.
Statements of Operations

Years Ended June 30, 2007 and 2006

Revenues
Contract revenues
Grants and other

Expenses
Program services
General and administrative

Net earnings before income taxes

fncome tax provision
Net earnings

2007 2006

$ 534,613,308 $ 544,805,885
3,969,591 3,077,535
538,582,899 547,883,420
487,298,104 496,338,264
41,514,942 43,374,869
528,813,046 539,713,133
9,769,853 8,170,287
3,877,196 3,261,805

$ 5892657 § 4,908,482

The accompanying notes are an integral part of these financial statements




VO of Arizona, Inc.

Statements of Changes in Stockholder's Equity

Years Ended June 30, 2007 and 2006

Balance, June 30, 2005

Net earnings for the year ended June 30, 2006
Additional contribution by ValueOptions, inc.
Distributions to ValueOptions, Inc.

Balance, June 30, 2006

Net earnings for the year ended June 30, 2007
Additional contribution by ValueOptions, inc.
Distributions fo ValueOptions, Inc.

Balance, June 30, 2007

Common Paid-in Retained
Stock Capital Earnings Total

$ - $36,090,585 $2,375642 §$38,466,227
- - 4,908 482 4,908,482
- 1,006,000 - 1,006,000
- - (7,500,000) (7,500,000}
- 37,096,585 {215,876) 36,880,709
- - 5,892,657 5,892,657
- 8,055,301 - 8,055,301
- - (4,958,000) {4,958,000)

$ - $451518868 § 718,781 §$45870.667

The accompanying notes are an integral part of these financial statements




VO of Arizona, Inc.
Statements of Cash Flows

Years Ended June 30, 2007 and 2006

Operating activities
Net eamings
Adjustments to reconcile net earnings to net cash provided by
(used in) operating activities
Depreciation
L oss on disposal of equipment
Asset impairment
Deferred income taxes
Cash providad by {used in) changes in
Accounts receivable
Others receivable
Prepaid expenses and other assels
Payable fo providers
Accounts payabie and accrued expenses
Accrued salary and vacation
Income taxes payable to FHC Health Systems, Inc.
Deferred lease liabiiity
Due from/to affiliated companies

Net cash provided by (used in) operating activities

investing activities
Purchases of property and equipment
Decrease in deposits

Net cash used in investing activities

Financing activities
Payments of capital lease and debt obligations
Contributions by ValueOptions, Inc.
Distributions to ValueOptions, Inc.
Net cash provided by (used in) financing activities

Increase (decrease) in cash and cash equivalents

Cash and cash equivalents
Beginning of year

End of year

Supplemental disclosure

income taxes paid

Transfer of equipment from (to) affiliate, net of accumulated
depreciation of $78,585 and $62,280 in 2007 and 20086, respectively
Transfer of property and equipment to assets held for sale

Fixed asset purchases in accounts payable

The accompanying notes are an integral part of these financial statements

2007 2006

5802657 $ 4,908,482
3,139,496 3,020,172
31,537 -
1,362,284 -
(2,169,135) (787,713)
(5,805,950) (418,716)
1,852,908 (5,439,315)
518,069 (634,845)
4,008,111 1,446,784
4,933,950 2,703,512
1,033,219 955,425
3,745,108 (950,458)
(270,115) 1,840,372
1,109,631 (8,717,883)
19,381,770 (2,074,183)
(738,205) (6,567,846)
17,675 15,743
(720,530) (6,552,103)
(48,129) -
8,055,301 1,006,000
(4,958,000) (7,500,000)
3,049,172 (6,494,000)
21,710,412 (15,120,286)
43,486,995 58,607,281
65,197,407 $ 43,486,995
- $ 5000000

89,868 20,625
6,425,834 ;
29,099 -




VO of Arizona, Inc.
Notes to Financial Statements

June 30. 2007 and 2006
1.

Description of Business and Basis of Presentation

Description of Business
Effective July 12, 2004, VO of Arizona, Inc. (the “Company"} was incorporated in the State of Arizona.

On that date, the assets and liabilities of the Arizona Division of ValueOptions, Inc. (the “Division”) were
transferred to the Company and the Division’s contract with the Arizona Department of Health Services —
Division of Behavioral Health Services (‘ADHS-DBHS”) (the "Contract’) was legally assigned to the
Company. VO of Arizona, inc. is a wholly-owned subsidiary of ValueOptions, Inc. {"ValueOptions”), a
Virginia corporation. ValueOptions is a wholly-owned subsidiary of FHC Health Systems, Inc. {“*FHC"},

also a Virginia corporation.

FHC and ValueOptions report on a calendar year basis. The Company reports on a June 30 fiscal year-
end to coincide with the fiscal year of the State of Arizona and the terms of the Contract. All the
revenues, expenses, assets and liabilities of the Company are directly attributable to the Contract.

The Company provides managed behavioral healthcare services to Maricopa County Medicaid (“Tille
XIX"), Non-Medicaid (“Non-Title XIX"), and KidsCare ("Title XXI"} beneficiaries under a contract with the
ADHS-DBHS. The Company also provides managed behavioral healthcare services to capitated adults
under a special Healthcare Insurance Flexibility Accounting ("HIFA 11"y waiver funded from excess

KidsCare funding.

The original term of the Contract was three years, commencing on September 19, 1998 and continued
through June 30, 2001 with two additional one-year options for renewal, both of which were executed.
On July 1, 2003, there was a separate one-year contract executed with no option to renew. In February
2004, the ADHS-DBHS awarded ValueOptions a new three-year contract, effective July 1, 2004, with
two one-year options for renewal. The Contract was subsequently assigned to the Company as
described above. None of the current one-year options have been exercised. In March 2007, an
amendment to the Contract was executed extending the contract to August 31, 2007.

Basis of Presentation
The accompanying financial statements are prepared on the accrual basis of accounting in accordance

with accounting principles generally accepted in the United States of America. The accompanying
financial staternents are prepared assuming that the Company will continue as a going concern, which
contemplates the realization of assets and satisfaction of fiabilities in the normal course of business.

In December 2006, the ADHS-DBHS announced that a request for proposal would be issued in January
2007 for the contract year beginning July 1, 2007. The request for proposal was amended in March
2007 to reflect a contract start date of September 1, 2007.

On June 12, 2007 the Company received notice from the Arizona Department of Health Services
("ADHS") that the Company was not awarded the new contract for services beginning September 1,
2007. The successful bidder for the new Contract was Magellan Health Services {"Magelian”). The
Company will continue performance under the current Contract through August 31, 2007. The Contract
amounted to essentially all of the Company's revenues for fiscal years 2007 and 2006.

The loss of the Contract raises substantial doubt about the Company's ability to continue as a going
concern. The accompanying financial statements do not include any adjustments relating to the
recoverability and classification of asset carrying amounts or the classification and recognition of
additional liabilities, other than management's estimate of an asset impairment (see Note 3). On August
24, 2007, the Company's Board of Directors approved a plan to adopt a voluntary pfan of liquidation
effective August 31, 2007. See Note 12 for the proforma presentation of the statement of net assets as
of June 30, 2007 prepared on the liquidation basis of accounting. Although the Company will not
continue operating after August 31, 2007, management believes the Company has adequate cash on

hand to settle all cutstanding obligations.




VO of Arizona, Inc.
Notes to Financial Statements

J

une 30. 2007 and 2006

As of June 30, 2006, the Company was not in compliance with the financial covenant requirements of
the Contract as a result of payments made to FHC on intercompany borrowings. Additionally, as of June
30, 2008, the Company had net receivables from FHC of approximately $6,000,000.

Subsequent to June 30, 20086, the Company received capital contributions from FHC of approximately
$8,100,000, and in addition, FHC paid off the intercompany balance that existed as of June 30, 2006.
These activities have resulted in the Company satisfying the financial covenant requirements described
above in November 2006. As disclosed in Note 8, the Company has maintained compliance with the
financial covenant requirements of the Contract through June 30, 2007.

Summary of Significant Accounting Policies

Estimation Process
The preparation of financial statements requires management to make estimates and assumptions that

affect amounts reported in the financial statements and accompanying notes. Such estimates and
assumptions could change in the future as more information becomes known, which could impact the

amounts reported and disclosed herein.

Payable te Providers
The Company compensates providers for authorized behavioral health care and substance abuse

services to covered beneficiaries. The Company uses a variety of methods to estimate the amount
payable to providers including authorizations for services to be provided, payments to be made under
contract arrangements currently in force, and correspondence with significant providers to ascertain the
level of care being provided to beneficiaries for which a claim has not yet been submitted.

The liabilities for payable to providers include estimates of amounts due on reported claims and claims
that have been incurred but were not reported as of June 30, 2007 and 2006. Such liabilities represent
the Company’s best estimate of amounts that are reasonable and adequate to discharge the Company’s
obligation for claims incurred but unpaid as of June 30, 2007 and 2006. Such estimates are, however,
subject to a significant degree of inherent variability. Estimates are continually reviewed and adjusted as
necessary as experience develops and new information becomes known; such adjustments are included
in current operations. For the year ended June 30, 2006, the Company’s program services expense
decreased approximately $510,000, respectively, related fo such revisions. For the year ended June 30,
2007, the Company's program services expense increased approximately $122,000. Aithough the
Company believes that the estimates of payables to providers at June 30, 2007 and 2006 are
appropriate in the circumstances, it is possible that the Company’s actual incurred expenses will not
conform to the assumptions inherent in the determination of the payable to providers; accordingly, the
ultimate amounts paid may vary from the estimates included in the Company’s financial statements.

Such revisions are recorded when known.

Contract Revenue
The Company receives substantially all of its revenue from the Contract. Contract revenues include

funds for behavioral healthcare services and prevention programs for youth and seriously mentally ill
{(“SMI") adult and substance abuse populations under four major types of revenue sources: Title XIX,
Title XX, and Non-Title XIX. Contract revenue is recognized in the period for which the Company is
obligated fo provide covered services. Deferred revenue relates to grant amounts received in the current
year that cannot be recognized until certain terms are met. Contract revenue is also limited by the terms
of the Coniract to a maximum profit percentage, as defined. Contract revenue that cannot be recognized
due to these profit limits (4% on Title XIX, Non-Title XIX, and Title XXI) deferred unti future periods.




VO of Arizona, Inc.
Notes to Financial Statements

June 30, 2007 and 2006

Title XIX Revenue
The Contract requires the Company to provide behavioral healthcare services to all eligible enrollees

within its geographic service area. Under this agreement, the Company receives monthly capitation
payments from the ADHS-DBHS based on a capitated rate and the number of Title XIX Arizona Health
Care Cost Containment System ("AHCCCS") enrollees eligible for covered services during that month.
In addition, the Company also receives revenue for Preadmission Screening and Resident Review
("PASARR"} screenings on a fee-for-service basis from the ADHS-DBHS.

Title XXI Revenue
The Contract requires the Company to provide behavioral healthcare services to all eligible enrollees

within its geographic service area. Under this agreement, the Company receives monthly capitation
payments from the ADHS-DBHS based on a capitated rate and the number of Title XX1 AHCCCS
enrollees eligible for covered services during that month.

Non-Title XIX Revenue
The Contract provides for payment to the Company at a monthly rate equat to one-twelfth of specified

annual contract maximums under the ADHS-DBHS Non-Title XIX programs. These programs provide
behavioral healthcare services to lower income uninsured or underinsured individuals not eligible for
behavioral healthcare coverage under Title XIX or Title XXI. Non-Title XIX programs are funded through
a combination of federal behavioral healthcare block grant funds, State of Arizona funds and Maricopa

County funds administered by the ADHS-DBHS.

Grants and Other Revenue
Under the Contract, the Company is required to provide services under certain grants for special

populations. Payment is made by the ADHS-DBHS based on expenditure reports submitted by the
Company. The Contract allows for performance incentives to be earned by the Company based on
various operational and reporting performance requirements as defined in the Contract. The Company
records these incentives when received as this is the best determination of when the earnings process
has been completed. Incentive payments are specifically excluded from both administrative and profit

limitations.

Program Services Expense
Program services are purchased under fee-for-service or block purchase arrangements. Fee-for-service

coniract expenses are accrued as incurred. Program services provided under block purchase
arrangements are accrued based upon contract terms. From time to time, the Company amends its
provider contracts. The effects of these amendments are recorded in the period in which the

amendment was executed.

The Company provides certain services directly to consumers in various settings including case
management clinics, a crisis call center, and an Urgent Psychiatric Care Center. The Company records

these expenses based on actual costs.

The Company receives pharmacy sales incentives from certain vendors for volume-based utilization of
certain medications. These incentives are recorded when received as a reduction of program services

expense.

Cash and Cash Equivalents
The Company considers all highly liquid investments with maturities of three months or fess when

purchased to be cash equivalents. Cash equivalents consist primarily of money market funds and short-
ferm commercial paper. Restricted cash and cash equivalents consist primarily of cash deposits
principally restricted due to unearned revenue or terms of the contract.




VO of Arizona, Inc.
Notes to Financial Statements

June 30, 2007 and 2006

Premium Deflciencies
The Company records a premium deficiency reserve when expected claims payments or incurred costs,

claims adjustment expenses and administration costs exceed the premiums to be collected for the
remainder of a contract period. Anticipated investment income is not used as a factor in the premium
deficiency reserve calculation. No such reserve was required at June 30, 2007 or 2006.

Property and Equipment
Furniture and equipment are stated at cost. The Company provides for depreciation using the straight-

line method over the estimated useful lives of the related assets as follows:

Computers 3 years

Furniture and fixtures 10 years

Fixed equipmeant 4 years

Leasehold improvements lesser of remaining term of lease or estimated useful life

Impairment of Long-Lived Assets
The carrying value of long-lived assets other than goodwill is evaluated when certain events and

circumstances indicate that the carrying amount may exceed fair value. The fair value is calculated
using expected cash flows produced by the asset, or the appropriate grouping of assets, over the
remaining life of such assets and their eventual disposition. If the undiscounted projected cash flows are
less than the carrying amount, an impairment is recognized.

Deferred Lease Credits
Leases related to office space contain provisions for rent escalations and incentives from lessors in the

form of reduced rents or free rental periods. Rent expense related fo these leases is charged to expense
on a straight-line basis over the fife of the lease. Differences that arise between amounts paid and the
expense recognized are recorded as increases to or charges against the deferred lease credit liability.

Income Taxes
The provision for income taxes is computed using the statutory rate, based on the Company’s inconte,

after giving effect to permanent differences.

Separate or unifary income fax returns are filed in the states in which FHC conducts business, including
the State of Arizona. Unitary tax returns include affiliated companies whose functions are integrated and
interdependent at the basic operational level and are bonded through direct or indirect ownership control.

Deferred income tax assets and liabilities refate to temporary differences between the recorded basis of
assets and liabiiities for financial reporting and income tax purposes. Such differences result primarily
from prepaid expenses, accrued liabilities, payable to providers and depreciation.

Reclassifications
Certain prior year amounts have been reclassified to conform to the current year presentation.



VO of Arizona, Inc.
Notes to Financial Statements

June 30, 2007 and 2006

3. Property and Equipment
Property and equipment consists of the following at June 30:
2007 2006

Furniture and equipment $ 248,511 $ 15,170,941
Leasehold improvements 7,511 4,330,360
Other - 558,714

257,022 20,060,015
Accumulated depreciation - (9,700,997)
Property and equipment, net 3 257,022 $ 10,359,018
In fiscal 2007, the Company recorded an asset impairment charge of approximately $1,400,000 related
to property and equipment at the Company's administrative service building, which is included in general
and administrative expenses in the accompanying 2007 statements of operations. Accordingly, the
remaining property and equipment balance as of June 30, 2007 is recorded at net realizable value.
On July 17, 2007, the Company signed a binding letter of agreement with Magellan to seli the fixed
assets related to the direct care clinics and transition the operation of the direct care clinics for
$10,843,000, effective August 31, 2007. This transaction is not reflected in the accompanying financial
statements as of June 30, 2007. The aggregate expectéd net realizable value of the direct care clinics'
assets is $6,425,834, which is classified as assets held for sale on the accompanying balance sheet as
of June 30, 2007.
The held for sale assets consist of the following at June 30, 2007:
Furniture and equipment $ 3425710
Leasehold improvementis 3,000,124
Assets held for sale $ 6425834

4. Retirement Plan

The Company participates in the FHC 401(k) defined contribution employee benefit plan. With the
expiration of the Contract (see Note 1) and the cessation of ongoing operations for the Company, FHC
determined that the early vesting requirements of the partial plan termination guidelines were met.
Accordingly, all employees of the Company directly affected by the Contract expiration qualify fora 100%
vesting of their 401(k) matching contributions. The Company made matching contributions to the plan of
approximately $958,000 and $748,000 for the years ended June 30, 2007 and 2008, respectively.

income Taxes

VO of Arizona files a consolidated federal income tax return with FHC. The provision for income taxes is
computed for each entity and entity division in the consolidated group at the statutory rate based on each
entity's income after giving effect to permanent differences. The Company is allocated its proportionate
share of FHC tax expense. Separate or unitary income tax returns are filed in the states in which FHC
and its subsidiaries conduct business including the State of Arizona, which is filed on a consolidated

basis.
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VO of Arizona, Inc.
Notes to Financial Statementis

June 30, 2007 and 2006

The provision for income taxes consisted of the following:

June 30,
2007 2006
Currently payable
Federal $ 4,991,450 3 3,543,328
State 1,054,881 506,180
6,046,331 4,049 518
Deferred income faxes
Federal (1,797,705) (689,249)
State {371,430) (08.464)
{2,169,135) (787,713)
$ 3,877,196 3 3,261,805

Deferred income tax assets and liabilities relate to temporary differences between the recorded basis of
assets and liabilities for financial reporting and income tax purposes. Significant components of deferred

tax balances are as follows:

Deferred tax assefs
Accrued vacation
Accrued liabilities
Payable to providers

Deferred tax assets

Deferred tax liabilities
Prepaid expenses
Depreciation

Accrued benefits

Deferred tax liabilities

Net deferred tax assets

Current assets, net
Noncurrent assets

June 30,

2007 2006
$ 1,214,000 3 1,089,342
4,194 552 2,942,717
436,246 103,388
5,844,798 4,135 447
(122,014) (184,307)
65,793 (338,9086)
(83,143) {75,935)
{139,364) {599,148)
$ 5705434 $ 3,536,299

2007 2006
$ 4815112 3 2,947,256
890,322 589,043
$ 5705434 $ 3,536,299

11




VO of Arizona, Inc.
Notes to Financial Statements

June 30, 2007 and 2006

The effective income tax rate on the Company's pre-tax earnings for the years ended June 30, 2007 and
2006 differs from the Federal statutory income tax rate as follows:

2007 2008
Statutory Federal income tax rate 35 % 35 %
State income tax, net of federal benefit 5 5
40 % 40 %

6. Related-Party Transactions

FHC, ValueOptions and affiliated companies provide administrative and other services to the Company,
including systems functions, accounts payable and payroll processing. included in general and
administrative expenses is an aflocation of the costs of the administrative services provided by affiliated
companies. The Company’s allocation was approximately $8,980,000 and $12,954,000 for the years

ended June 30, 2007 and 2006, respectively.

Amounts due to or due from affiliated companies are non-interest bearing. The Company periodicaity
transfers cash to ValueOptions in satisfaction of payments made on its behalf. During the years ended
June 30, 2007 and 20086, cash payments fo ValueOptions exceeded its actual obligations by
approximately $6,310,000 and $8,329,000, respectively.

Under the provisions of the Contract with ADHS-DBHS, dividends and other distributions may be paid
only to the extent of allowable profit in each of the funding sources as defined. The Company distributed
$4 958,000 and $7,500,000 for the years ended Junsa 30, 2007 and 2006, respectivaly.

The Company serves as the administrative trustee of Casa Buena, Inc. ("Casa Buena®), a non-profit
501(c)3 corporation that was the recipient of grants and confributions from the ComCare Liquidation
Proceeds Trust established by the ADHS-DBHS. Various expenses are paid by the Company on behalf
of Casa Buena. The members of Casa Buena's Board of Directors are employed by ValueOptions or the
Company. Under the provisions of a compensation agreement, as amended, the Company s allowed an
administrative fee, set at an amount of up to 8% of total expenditures by Casa Buena in any given year.
No administrative fees were charged by the Company for the years ended June 30, 2007 and 2006. The
net payable due to Casa Buena from the Company was approximately $308,000 as of June 30, 2006.
The net receivable due from Casa Buana to the Company was approximately $511,000 as of June 30,

2007,
7. Commitments and Contingencies

Leases
The Company leases office space in Arizona for its headquarters and various case management clinics.

Rent expense for the years ended June 30, 2007 and 2006 was approximately $8,084,000 and
$7.488,000, respectively.

12



VO of Arizona, Inc.
Notes fo Financial Statements

June 30, 2007 and 2006

Aggregate future minimum payments of the Company under these leases, for the five years ending after
June 30, 2007 are as follows:

Year ending June 30,

2008 $ 7,636,000
2009 7,469,000
2010 4,174,000
2011 986,000
2012 378,000
Thereafter 1,165,000

$ 21,808,000

Under the terms of the letter agreement with Magellan (see Note 1), the leases for the direct service
clinics, with future minimum payments of approximately $16,840,000, will be assigned to Magellan as of

September 1, 2007.

Liabifity Insurance
The Company, through FHC, maintains professional and general liability insurance coverage under

claims-made policies. Effective November 11, 2005, the Company is insured for losses up to
$15,000,000 per claim and in the aggregate, with self-insured retentions of $2,500,000 per claim. The
Company is also covered under an umbrelta policy providing for professional and general liability
coverage up to $10,000,000 per claim and in the aggregate. The Company participates in the above
policy with its affiliates. Per claim and aggregate limits are applicable to all covered entities as a group.

Effective August 31, 2007 and corresponding with the Contract expiration (see Note 1), the Company
purchased, through FHC, claims reported endorsement (tail coverage) to cover claims incurred but not
reported. The tail coverage has a self-insured retention of $1,000,000 per claim with an aggregate fimit
of $25,000,000 for claims that occur prior to September 1, 2007 but are reported at some point in the
future. The tail coverage relates solely to claims made against the Company.

Litigation
The Company is from time to time subject to claims and suits arising in the ordinary course of operations.
As of June 30, 2007 and 2006, the Company has reserves of approximately $7,448,000 and $4,787,000,

respectively, for expected losses related to these exposures.

8. Contract Requirements

The Company is subject to Contract provisions which require the Company to maintain certain financial
ratios, a net worth requirement of the greater of $10,000,000 or 90% of any given month’s total payments
for the contract year ending June 30, and the maintenance of a performance bond equal to 110 percent
of each quarter's capitation as determined by the ADHS-DBHS. In satisfaction of the bond requirement,
the Company maintained a surety bond in the required amount of approximately $48,932,000 as of June
30, 2007, and maintained an irrevocable letter of credit in the required amount of approximately

$49,932 000 as of June 30, 2006.

As disclosed in Note 1, as of June 30, 2006, the Company was not in compliance with its minimum
equity requirement or its defensive interval requirement, as stipulated in the Contract. The Company
cured these violations subsequent to June 30, 2006. Management does not believe that this
noncompliance materially affected the Company's financial statements. While the Company could have
been subject to financial penalties as a result of this non-compliance, no such penalties were imposed by

the ADHS-DBHS.

13




VO of Arizona, Inc.
Notes to Financial Statements

June 30, 2007 and 2006

As discussed in Note 2, the Company is limited by the terms of the Contract to profit that can be earned
under the various programs. Contract profit limitations are applied on an after-tax basis. Also, if the
Company’s profit exceeds the profit limitations resulting in the reduction of recognized revenue, the
related administrative revenue and income tax effect of that reduction is not considered for purposes of

the profit limitation.

Total administrative expenses are limited by the Contract to 7.5% of contract revenue for all programs.

in accordance with the Contract, income tax expense is not included as an administrative expense of the
Company that is subject to this limitation. Effective July 1, 2004, the Contract limits the percentage of
administrative expenses incurred outside of Arizona to not exceed 35% of total available administrative

revenue for all programs.

As of June 30, 2007, the Company has reported less than the minimum number of encounters as
stipulated in the Contract and is subject to a potential recoupment by the ADHS-DBHS of approximately
$168,000 if no more encounters are submitted. This amount has been recorded in administrative
expenses as the Company expects that less than the minimum number of encounters will be submitted
for Titte XXI fund sources. The Company has until February 28, 2008 to submit encounters related to
the year ended June 30, 2007. In addition, the ADHS-DBHS has a right to sanction the Company for
other matters of non-compliance of the Contract, as determined by the ADHS-DBHS. The Company
recorded approximately $1,495,000 (including the $168,000 discussed above) and $288,000 as
administrative expenses for sanctions during the years ended June 30, 2007 and 2006, respectively.

Provisions of the Contract subject the Company to the Office of Management and Budget's Circulars A-
133 and A-122 requirements, effective July 1, 2004. The Company did not comply with certain
requirements and, therefore is subject to potential sanctions for matters of noncompliance of the
Contract. Management does not believe these matters will materially affect the Company’s financial
statements, therefore, no amounts have been provided as of June 30, 2007 or 2006 related {o these
matters. No penalties for these matters have been imposed by the ADHS-DBHS to date.

9. Regulatory

The healthcare industry is subject to numerous faws and regulations. The subjects of such laws and
regulations cover, but are not limited to, matters such as licensure, accreditation, government healthcare
program participation requirements, information privacy and security, reimbursement for patient
services, and Medicare and Medicaid fraud and abuse. Over the past several years, government activity
has increased with respect to investigations and/or ailegations concerning possible violations of fraud
and abuse and false claims statutes and/or regulations by healthcare organizations and insurers. The
Company has been subject to investigation and reached settlement agreements on two matters as
discussed below. With the resolution of these matters, management does not believe the results of any
current inquiries, audits or reviews, currently threatened or pending, individually or in the aggregate, will
have a material adverse effect of the Company's financial position or results of operations.

During the fiscal year ended June 30, 2006, the Company received incentive payments in the amount of
approximately $3,544,000 based on performance for the fiscal year ended June 30, 2005. At
management’s discretion, the Company distributed $1,772,000, approximately fifty percent of the
incentive payment, to providers. Subsequent to receipt of the incentive payments, AHCCCS contended
that the full incentive for the fiscal year ended June 30, 2005 was not earned by the Company due to
issues related to the valuation of encounters for services provided directly by the Company to
consumers. In fiscal year 2007, ValueOptions and AHCCCS reached a settlement agreement whereby
ValueOptions wili repay $2,000,000 of the payments coriginally received plus $52,000 in investigative
costs. This amount has been charged by ValueOptions to the Company as it refates to the Contract, and
was accrued as of June 30, 2006. Under the terms of the seltlement agreement, $400,000 was paid
within 45 days of signing of the agreement with the remainder to be paid in 17 consecutive monthly
installments of approximately $97,000. As of June 30, 2007, the remaining obligation on this settiement
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10.

11.

of approximately $1,069,000 is included in accounts payable and other accrued liabilities. Net incentive
revenue of $2,738,000 and $1,544,489 is included in grants and other revenue in the accompanying
statement of operations for the fiscal years ended June 30, 2007 and 2006 respectively.

In July 2008, ValueOptions received notice that the United States Department of Justice (DOJ)Y, acting on
behalf of the Office of Inspector General of the Department of Health and Human Services, was
investigating certain financial reporting matters under the Contract. On December 1, 2006, ValueOptions

reached a settlement agreement with DOJ resolving the financial reporting matters in question.
ValueOptions agreed to pay $1,180,000 in settlement of issues related to contract agreements with
providers on the HIFA Il program for the fiscal year ended June 30, 2003. This amount has been
charged by ValueOptions to the Company as it relates to the Contract and was accrued as of June 30,
2006. This amount is included in general and administrative expenses for the fiscal year ended June 30,
2006. Under the terms of the settlement agreement, $236,000 was paid within 10 days of signing of the
agreement with the remainder to be paid in 18 consecutive monthly instaiiments of approximately
$52,000 commencing in January 2007. As of June 30, 2007, the remaining obligation on this settlement
of approximately $577,000 is included in accounts payable and other accrued liabilities.

Payable to Providers

The following table provides a reconcitiation of the beginning and ending payable to providers balance
for the years ended June 30, 2007 and 2006:

2007 2006
Payable to providers, beginning of year $ 15372927 $ 13,928,143
Claims incurred related to
Current year
Prior year
Total incurred
Claims paid related to
Current year
Prior year
Total claims paid

Payable to providers, end of year

358,031,792 375,008,165
(335,955) {(510,037)
357,695,837 374,498,128

338,518,589 359,605,106
15,169,138 13,446,238

353,687,727 373,051,344
$ 19,381,037 § 15,372,827

Severance and Retention Costs

On June 27, 2007, all employees were notified by the Company that severance payments will be
available to all eligible employees who no longer have a job as a result of the Contract expiration on
August 31, 2007 (see Note 1). Eligible employees included regular full-time and part-time employees
who work at least 20 hours per week. Employees who are offered a job with Magetian will not be eligible
for severance from the Company. Severance benefits are equivalent to one week of pay for every full
year of service, up to 10 weeks pay. To be eligible for severance, employees must continue to be
employed through the last day of employment as indicated in their termination notification letter. The
majority of employees will have a termination date of August 31, 2007. However, approximately 100
employees will be retained past August 31, 2007 to assist with the Contract closing activities.
Additionally, ten key employees signed special severance letter agreements for severance outside the

normal severance policy of ValueOptions.
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In order to effectively continue to provide services through the end of the current contract period, the
Company also offered a retention bonus to certain key employees deemed to be critical to the
successful completion of the current contract and transition of the direct care clinics to Magelan.
Retention was based on an analysis of the employee’s job function and the estimated employment end

date.

The ultimate costs of the severance and retention plans may differ from Company estimates if
employees leave the Company prior to their termination date. Costs for standard severance agreements
were fully recognized as of June 30, 2007, while costs for severance according to letter agreements and
retention agreements are recognized pro-ratably over the remaining period of employment. Estimated
costs have been recorded in general and administrative expenses in the accompanying statement of
operations and are summarized as follows:

Severance cost:

Standard severance $ 1,002,000
Severance per letter agreements 75,000
1,077,000

Retention bonus costs 317,000
Total employee termination costs $ 1,394,000

12. Proforma Financial Information (Unaudited)

As discussed in Note 1 to the financial statements, the Board of Directors adopted a voluntary plan of
liquidation for the Company effective August 31, 2007. Under the liquidation basis, assets are estimated
at net realizable amounts, liabilities are reflected at full value of amount to be paid, all costs of liquidation
are accrued and certain deferred charges such as deferred lease liabilities are written off. Proforma
presentation of the statement of net assets as of June 30, 2007 prepared on a liquidation basis is as

follows:

Assets

Cash and cash equivalents $ 65,197,000
Estimated net receivable on future contract services 2,773,000
Other assets 38,234,000
Total assets $106,204,000
Liabilities and Net Assefs

Accounts payable and other accrued expenses $ 26,249,000
Accrued salary and vacation 11,484,000
Payable fo providers 19,381,000
Income taxes payable to FHC Health Systems, Inc. 4,257,000
Settfement payable 1,646,000
Total liabilities 63,017,000
Net assets in liquidation 43,187,000
Total liabilities and net assets $106,204,000

Assets are presented at estimated net realizable value on an undiscounted basis. Liabilities are also
presented on an undiscounted basis and include reserves for future estimated administrative expenses
and other costs. There can be no assurance that these estimated values will be realized or that future
expenses and other costs will not be greater than recorded estimated amounts.

18




Supplemental Schedules




VO of Arizona, Inc.
Supplemental Schedulke - Statement of Activities
For the year ended June 30, 2607

FROGRAM
MENTAL SUBSTANCE PREVENTION ADMIN B
TXIX CHiED TXX CMDP TXX( DD CHLD NTXDNOICHILD  TXXICHED HB2603 CHILD TUIX SMI TXIX DD ADULT  NTXIXLOU S3 HIFA T SMI TXX ADULT SSIH - TMC TUIX GMHSA HIFA B GMH HEALTH ABUSE INTERVENTION PASAR ADHS DGC OTHER SUR TOTAL MGMTIGEN TOTAL
REVENUES
401 Ravenue Under ADHE Corract
a ADHS Revenue 84,830,126 32072 750 6,060,066 7278 452 5,017 776 - 191.555.458 6,351,596 B2515303 1,178,813 156.73f 26,045 80,343,628 1,011,794 2,269,559 22522 78 5873376 48,800 1.474.648 531,675.323 - 531,875,329
E] ADHS Revenue - Quakfying Incentive Payments - - - - - - - - - - - - - - - - - - - - 2737578 2737.979
402 Speciatty & Other Grants - - - - - - - - - - - - - - - . . . - - -
403 Céernt Fees (Co-pays) - - - - - 504 - 574 - - - 5 - 24 9 - - - - 7 - 1127
404 Third Party Recoveries
2 Medcare - - - - - - 171,081 - 124,554 - . - 1447 4678 362 - . - 301802 . 30t.802
b Ofherinsurance - - - - - 8250 - 83.372 - - - - 5776 70 - - - 182,519 - 182,519
405 infetest Income - 3,048,357 3,048 357
408 Qther Funding Sources - Nor ADHS - - - - - - - - - - - - - - - - 424,786 424786 - 424788
407 Unselated Business Aciivities - - - - - - - - - - - - - - - - - - - - - - -
408 TOTAL REVENUE 84,800,125 32072760 5,090,006 7275452 6.047,778 - 191,818,529 £.351.585 62.833.808 1.178.813 156,731 28045 80,344 781 1011794 2.280.167 22.523.368 9.572.376 48600 1474648 424,738 53’2,723‘3 5,787,336 538,532 898
EXPENSES
Service Expenses:
501 Treatment Services
a Counssing
1 Counsefng, indvidual 3,522.414 1787282 145,671 357284 330,242 - 3.854,345 47,142 2,154,758 588 451 752 2700 3,440,170 BO.RSZ 221957 3592262 - - - - 165,934,814 - 16,924,811
2 Counssling, Famiy 8,278,544 1665324 432,852 507,324 761,583 - 458 891 11675 319,211 - 2857 283 3158062 8202 31797 25,138 - - - - 10,819,493 - 10,815,493
3 Counseling, Group 805772 201882 15,004 B4.422 733rg - 1,311,317 10.243 602,733 - 10,109 2,405 5506451 38,985 234233 2157978 - - - - 11.515.000 - 11,015,000
b [ i, A it & i Testing 5.602.130 713743 423,136 241,002 834415 - 1.279.895 26,629 795,885 - 10,922 1,838 547851 96,445 310731 863,238 - - - . 16,482,056 - 15,482,055
[ Otiver Professinnal F7344 11714 - 1452 2145 - 28 - 18373 - - - - - 332 504 418,720 - - - - £54.680 - BE4 B8O
d Tota? Treatment Services 16.087.204 4,379,355 1,017,323 1,161,584 1.801,774 - 6,803 178 99,089 3,891,938 589451 31,540 7214 14,930 854 224,485 1,131,732 3,838,734 - - - 55,116,143 £5,118,143
502 Rehabllitation Services
a Ining Skils Training 7385041 2578503 712,538 910,245 492,833 - 7.988352 254233 2.770.960 85577 591 4141 685,895 8,487 24515 34,449 - - - - 23,549,359 - 23,949,359
o Cognitive Refablitation 1831 - 833 - - - 1278 285 - - - - - - - - - - 3,838 - 3838
3 Health Promotion 56,356 7.245 2,840 2073 4437 - 661,993 37704 363,085 14,865 2 11 125857 2523 4739 13255 - - 1,237,120 - 1,237,120
d Suppoited Employment Services 38426 1,520 832 31788 hETd - 5.333,212 452,585 2.,265.357 56.701 5.5 247 928,082 &8 15,256 19,803 - - 9134688 - 5,134,689
& Total Rehabiitation Services 7 481,454 2587271 718871 844 106 g7 247 - 13,882 B43 FB4.B18 5,279,452 160,143 6,246 4,385 1,751,045 12078 £8.550 B/513 - - - 34,305,008 - 34 325 06
503 Medical Services
2 Medcaion Serices 913 - 3 182 1,847 430,573 6.585 76.343 26.841 1,741 15 2,998 044 12,301 34,198 1155760 . . - - 4761544 - 4,761,544
b Medical Management 3,201,788 427,571 463,274 206,068 395820 4520,122 157,818 2851058 - 14,473 2,301 3.208.680 75,857 153,203 157738 - - - 15,848,572 - 15,848,572
¢ iabocatory, Radiology & Medeal Imaging 119,535 18,514 18,42t 3352 13,623 624,028 27,366 419,803 - 1520 125 345579 4541 33,186 51.650 - - - 1,682,643 - 1582643
¢ Electro-Convulsive Therapy L - - - - - 97,155 - 80055 - - - 23773 - - - - - - 1p{1.583 - 150 983
e Todal Medical Services 3.432.337 447,085 481718 212612 418,180 - 5671878 162,048 3.410.258 29,841 17,734 2,441 8,578,078 82,688 230,563 1.375.158 - - - T2573742 - 22513742
504 Support Services
a Case Maragement 143,284 83655 18,837 21.482 58,495 - 61455857 1223347 31,041,827 1540} 3784 1745 5,332,566 120,287 1.686.065 548,652 - - - - 101 B4 7SR - 161,844,752
b Persanal Assistance 800448 321272 355327 90,137 51,208 - 16,491,318 27038 4500420 - - - 790,323 23 453 123 - - - . 23,628,085 23.£28,085
¢ Famiy Support 3813158 745387 473,083 175857 283,553 - Z7 B0S 274 7,809 - - - 21833 - 1.288 1444 - - 5,408,401 5458401
d Peer Support 313,383 258,190 61,693 7825 18,384 - 3,008,467 97 748 1235358 - 477 255 1.268.024 8,302 35816 712,383 - - 7043285 - 7,043,285
& Therapeutic Foster Care Sendces 3808048 2454398 7T 74872 - - 427733 - 101,908 - - - - - 3319 4443 - - 4282784 - 14,282,784
f  Respts Care 3.798.502 473081 177687 42528 88,325 - 1404 - - - - - 1631 32 - - - - - 2581201 - 2,58.201
] Housing Support - - - - - - - - 2.682.030 - - 1.082 - - 34,943 478,175 - - B 3,204 240 - 3,204,240
b interpreter Seqvices. - - - 314,292 - - - - 103,530 - - - - - 83,842 16,421 - - - - 528,185 - 528,185
t Flex Fund Sendees - - - 233,511 - - - - 217,655 - - 589 - - 12,816 24,307 - - - - 1.088,978 - 1,088,678
i Transportation 1.120855 249,865 66,854 &7.854 69,157 - 4,585,145 172,380 1,883,501 - 2610 1.213 2,188,673 8,953 517,515 454,048 - - - 11,499 744 - 11,498744
X Block Purchase NTXIX Consumer Drop o Center = " - Z - - 31051716 - 358,908 13898 - - 83948 - - 1180 - - - 1,489,728 - 1484728
i Total Support Services 11,888,788 11,538,658 1,482 4684 1648269 488,117 - 87,160,344 1,721,079 42 144 438 13458 6,571 4,094 0,867,098 135807 2,388,166 2,349,138 - - - 172558 383 - 172,659,383
205 Crisis Intarvention Sendces
a Crisis ntervention - Mokie 11215684 169,648 131263 822511 TE.506 1,568,034 180,848 687 588 - 3,928 - 1.917.357 16,079 1.465.068 360.670 - - - - 8,573,856 - 8,623,855
b Crigis Services 221,767 37,661 12,258 35,335 18,519 1808218 43102 735489 - 3479 91 4,660,591 11,985 692846 3,892,788 - - - - 11592,508 - 11,892,508
¢ Crisis Phones 7.344 4,367 735 s8¢ 267 - 2484537 37,088 1,189,708 3,908 1848 5 213455 4875 63576 21,582 - - - 4045 499 - 4045499
d Total Crisis intervention Services 1,350,575 211,078 144 357 959,500 95,292 - 5.869,782 281,910 2612887 3,508 9036 5 6.811.813 32720 2223180 43754450 - - 24 651,903 - 24 651,003
£0S Inpatient Services
a Hospital
1 Psychistnc (Provider Types 02871) 3548141 1381802 245517 184,005 80838 - 11.318.013 545,674 8,326 497 - 33,039 3818245 2586t 1,575,520 B46 888 - - - - 31,914,558 . 31,914 568
2 Detoxification (Provider Types 02 £ 71} - - - - - - 89.036 - 83,858 - 5.167 154 811 - 738 7685 - - - - 341505 . 341505
] Sub acute Facy
1 Psychiatric {Provider Types BS & 85} 1,081,182 1,480 847 147 224 - - 1,955 - - - - - - - - . - 2,701,283 - 2701283
2 Detoxification {Provider Types BS & BS) - - - - - - - - - - - - - - - - - - - -
¢ Residentil Treatment Center (RTC)
Psychiatic - Secure & Non-Secure Provider Types
1 78B1,B2B3} 7.503.265 5,430,683 §.525 142,193 451,582 - 6.210,080 214,860 3,577,093 4,388 5426 3.705.160 9,325 491,403 1814220 - - - 32,385,152 - 32,385,152
Petmafication - Secure & Mon-Sscure (Provider Types
2 {78B1,BZBIY) 12,835 5463 - - - - - - - - - - - - - - - - 18,288 - 18,208
d Inpatient Senvices. Piofessional 335 500 115,328 2771 28,588 12,183 - 528,447 22,877 280,442 L3 1430 - 448 158 2752 185261 75225 - - - 2,058,770 - 2059770
e Total Inpatient Services 12,550,943 11,415,121 430,112 335788 344,804 - 18,148,537 883451 12,257,896 - 43704 5426 8,124,485 43058 2253372 3344028 - - - 69,400,576 - B9,400,578
07 Residential Services
a Levet lf Behavioral Heafth Residential Facldes 1.829 466 2.474,24% 77,801 8,589 - 12,733,808 42958 3,941,383 - 5913 - 6,879,507 3,380 25785 1,486,733 - - - - I 422 - 29220422
b ievel I Behavioral Health Residential Facities 169,604 FAD545 - 35,338 B 2,272.885 - 513254 - - - 46,358 . - . - - . . 3.862.095 . 3,882,005
-1 Reoom and Board - - 758.487 - - - - 1.587 570 - - - - - 137,052 1.349 570 - - - - 3843179 3.943.178
d  Totaf Residential Services 1,896,070 3214795 - 836,288 48527 - 15,008,883 42233 6,252,587 - FEEKD - 6,625,875 3350 182,837 2,845,403 - - - 37.045 686 37,045,666
08 Behaviorat Health Day Program
a Supenised Day Program 50,620 14253 803 8730 11,118 - 1138418 23078 438378 - - - 48,785 - 261 118 - - 1,755,664 - 1,755,684
] Therapeutic Day Program B27.025 163.650 33,155 64,954 83847 - 1,746 447 15,678 543508 458 105 1451871 9.359 41,068 7B 471 - - 5738749 - 5,738,745
¢ Medics Day Program 12018 1352 - - - - 78 -. hd - - - z - - - - 5 13.446 - 13446
d Total Behaviaral Health Day Program 889,671 199.265 34,059 73684 94,535 - 2504 943 38957 981,977 433 106 1,501,458 9,368 41,330 738,588 - - - 7.508.858 - 7,503,858
so8 Preventior: Services
& Preventon - - - - - - - - - - - - - - - 4,989 482 - - - 4,888,482 - 4,089,482
b HiV hd i hd hd hd - - hd = = - 938 524 - - - - 236,524 - 835524
¢ Total Prevention Services - - - - - - - - - - - - 935,524 4,980,482 - - - 5.820.006 5,928,008
310 Medication
a Medication Expense 10,188,077 1624136 2,128,751 80,445 1,081,847 - 15,467 262 2.354.527 14,497,785 1,625 18,042 38,858 10,683,738 267 551 249.558 81,483 - - - 55, 729.528 58,729,528
b Less Phamacy Rebale Receved {1.215,090) {36,753} {44.048) 16,520} (97,250} - (1.510.049) 112824 {1.181.943) (20,6123 - - {950,585) - (22 576} {7.587) - - - - 15,227 848) 15.227.848)
c Pharmacy Rebate Related Dxpanse 307 859 8255 11043 2407 24630 - 377538 30,544 250.989 5,140 - - 237,930 - 5708 1.937 - - - 1,313,980 - 1313980
d  Total Medication Services 9,280,846 1,590,658 2093745 83333 985,227 - 15334754 2283247 13.505,832 {13,847} 16,042 38,650 8,951,683 287551 232 530 75,803 - - B 55,815 E60 N 55 515 G660
51 Othet ADHS Senvice Expenses Not Rptd Abave - - - - - - - - - - - - - - - 45,233 - - 45233 - 45233
512 ADHSDOC COOL - - = - s - hd - = = - - - - = . - - 1218857 - 1.219 897 - 1,219,887
%13 Subtotal ADHS Sarvice Expenses 64,951 988 35,830,924 6,380,749 8,255,264 4571413 - 170,783,037 6,287,538 90,447,364 782,852 137664 63,238 65340675 20,978 B,71Z2.382 18,858,328 4,986 482 45,233 1,219,887 - 437,298,104 - 487 268 104
520 Senvice Expenses fram Non ADHS Sources . -
525 ¥otal Service Expense 64.951.088 25,638,524 6,380,749 $.255,264 4971413 - 176783037 5287538 S0.447 354 782853 137 664 53,235 £5.940 675 £20.878 B.712,382 18,438,328 4,589,482 45,233 1.219 BG7 - 487208 104 - 487 288104
Administrative Expenses:
601 Salaries 3,028,281 756,857 147,013 173,070 136,386 - 4,580 428 148,882 1.872.039 27,784 2334 382 1821187 22845 54,193 538398 142,686 1,15% 35.081 - 12,699,187 12,898,187
802 Employee Bensfits 467,217 176,679 33.885 39,8587 31412 - 1,055,122 34,298 454 282 8400 538 88 442,551 5262 12,484 124,021 32,863 285 8033 - 2925277 2,825 277
503 Protessional & Cutside Sandces 581,492 215,892 42,147 49618 39,085 - 1,313,188 42685 565,368 7,965 868 10a 550.782 6,550 15,537 154,354 40,501 330 10.060 3,840,754 3,640,754
804 Travel 37,369 14,131 2,769 3,189 2512 - B43: 2743 38,333 512 43 7 35388 421 88 8.919 2828 n B47 233568 233,969
505 Oceupancy 134,891 50934 8,763 11,483 2,055 - 304975 9.887 130,958 1.845 155 25 127.580 157 33598 35753 5474 76 2320 - B43,309 843 303
B80S Depraciation 523,918 188,120 37,974 44705 35224 - 1,183,168 38,480 508,380 7477 603 el 496,258 £.501 13,886 138,072 36852 297 9.064 - 3,280,281 3,286.281
507 A¥ Cther Oparating 2.887.227 1016178 184 774 228255 180.668, - 5,068,504 107.365 2612714 36810 3082 505 2,549,395, 30.267 71.800 713,312 188,015 1.526 46,491 - 15,824 BOO 16.824.850
508 Subtotal ADHS Administrative Expenses 5,460,165 2,442,931 458,245 551238 434,333 - 14,589,128 474,231 &,281.062 88,493 7434 1.218 8,118,128 2703 172,809 1,714,829 454399 3,565 111,766 - 40,447 857 - 4D, 247 667
850 Non ADHS Administrative Expenses - - - - - - - - - - - - - - - - - - 16T 2TS 1.067,275
851 Unrelated Admin. Expense - -
€52  Sublotal Administrative Expense 6,460,193 2,442,931 458,245 551,238 434333 - 14,569,128 474233 6281062 83,453 7434 1216 6,119,129 72753 172,608 1,714,829 434,369 3566 111,758 - 40,447,657 1,067,275 41,514,942
m Untelated Business Expenses - -
780 Incame Tax Provisions
a ADHS income Tax Provision 5,340,827 {2,285.125) 1361.265) 186,501 242 886 2453589 (158,810} (5,600,878} 121,970 4817 {15241 3,267 460 46,848 2,625,310} 773,403 210,131 - 56,744 - 1,638 508 - 1.538,506
b Non ADHS fncome Tax Provision - = z - - - 105 008 - 85856 - - - 458 - 4185 454 - - - 188.577 385 518 1873472 2,238,650
799 Subtotal income Tax Provision 5,340, 827 {2,385 125) 1301205} 185 501 242,085 535867 158,818 15,514,122} 121.87¢ 4517 115241} 3287918 46,848 {2.621.145) 773347 216,131 - 55744 168,577, 2.004.024 1873172 3,877,198
800 TOTAL EXPENSES F8 783010 35697 /30 5,547 789 £.893003 5.548.632 - 187.830.852 6.602.@_59 91214 304 293425 14_9,?!5 45210 75347722 940.585 5263848 21 347 1,!(]4 5652012 48.859 1.388.407 168577 529.749.795 2,94!2,447 532 630 242
801 INCKDEC) IN NET ASSETSIEQUITY 8197 116 (3 E31570, 1457 783y 553445 365,144 N SEEETET 1247 363} 18,380 406) 162,388 7018 (23 165) 4587 058 71.205 (3983676} 7 1767855 310368 1 £5.241 258,209 2045768 755 689 5 RG2B57




VO of Arizona, Inc.
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PROGRAM
NI MENTAL SUBSTANCE PREVENTION ADMINMGMT/
TXIX CHILD TXIX CMDP  TXIX DB CHILD CHILD TXXICHILD  HB2003 CHILD TXIX SMI TXIX DD ADULT NTXXXX) SME HIFA Il SMI TXXIADLLT S5D1 - TMC THIX GMHSA HIFA I GMH HEALTH ABUSE INTERVENTION PASRR ADHS DOC OTHER SUB TOTAL GEN TOTAL

DISCLOSURE OF OTHER REVENUE REPORTED

ON LINE 406

itemization of ltems Reported on Line 406

Lab Ravenue 5 - E} - $ - B - 3 - % - % - 3 - 3 - $ - $ - $ - 3 - k3 - 3 - 3 - 3 - $ - $ - 3 12,666 3 12866 5 - $ 12,888

Wiscellaneous - - - - - - - - - - - - - - - - - - - 412,120 412420 - 412,920
Total Other Revenue - - - - - - - - - - - - - - - - - - - 424,786 424786 - 424 786

DISCLOSURE OF ALL OTHER BEHAVIORAL

HEALTH SERVICES ON LINE 511

ltemization of ltems Reported on Line 511

HB2003 Children and Aduit services - - - - - - - - - - - - - - - - - - - - - - .

PASARR . - - . - - - - - - - - ~ - - - - 45233 - - 45733 - 45233
Total All Othar Behavioral Health Sarvices - - - - - - - - - - - - - - - - - 45233 - - 45,233 - 45233

DISCE.OSURE OF ALL OTHER OPERATING ON

LINE 807

itemization of ltems Reported on Line 607

Mainienance Confacts - - - - - - - - - - - - - - - - - - - - - - -

Supplies 62,537 23,648 4,533 5,336 4,204 - 141,227 4591 §0,803 857 72 12 59,235 704 1,671 15,600 4,398 36 1,082 - 391,547 - 391,547

Phane 152,178 57,548 11,030 12,985 10,231 - 343 861 11,171 147,957 2,085 175 29 144,142 1714 4,088 40,395 16,704 86 2,633 - 952,786 - 952,786

licenses & Taxes 12,118 4,582 878 1,034 815 - 27,363 889 11,781 158 14 2 11,477 138 324 3.216 852 7 210 - 75,852 - 75,882

Insurance 860,137 249,632 47,848 56,328 44,362 - 1,490,705 48,459 541,832 9,043 760 124 825,285 7,435 17,638 175,230 45,433 375 11,421 - 4,133,157 B 4,132,157

Training 18,234 6,805 1,322 1,566 1,226 - 41,177 1,338 17,728 250 21 3 17,271 205 487 4,840 1,283 10 315 - 114,161 - 114,161

Postage 21,548 8,148 1,962 1,838 1.44%8 - 48657 1,582 20,948 285 25 4 20,408 243 &76 5719 1,518 12 373 - 134,801 . 134’901

Other 88,861 32,847 5,296 7412 5.840 - 185,180 6,378 84,453 1,180 160 16 82278 a78 2,321 23,057 56,110 48 1,503 - 543 845 - 543'845

Sanctons & penalfies expense 239,460 90,552 17,356 20433 16,069 - 540,776 17,578 232,820 3,280 276 45 226,818 2,897 6,388 53,584 16,343 138 4,143 - 1,499;274 - 1,499:274

Net Allocation In 1,434 160 542 328 103,849 122374 06 422 - 3,238,778 105,281 1,394,392 10,644 4,643 271 1,358,443 16,155 38319 380,691 100,875 815 24,811 . 8,878,357 - 8,979,357
Totai All Gther Operating 2887227 1.016.178 184,774 229,298 180,668 - 6,068 594 197,285 2612,714 36,810 3.092 508 2,545,355 30,287 71,808 713,312 189.015 1.526 46481 - 16,524,880 - 16,824,850

DISCLOSURE OF NON-ADHS ADMINISTRAYIVE

EXPENSES ON LINE 650

Itemization of items Reperied on Line 850

Investment income administraton - - - - - - - - - - - - - - - - - - - - . 1,067,275 1,067,275
Tatal Non-ADHS Admin. Expense 3 - & - 5 - 3 - 3 - 8 - E - $ - & - B - k) - 5 - 3 - B - 3 - 3 - E] - 3 - 5 - 5 - E] - 5 1067275 §  1.067.275




